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Fraud For The Company 


Count Cavour, the Italian statesman, once said, "If we did for ourselves what we 

do for our country, what scoundrels we would be." Today, we could easily paraph 
rase this, substituting the word "company" for "country." Otherwise upright exec 
utives use devious means to further company interests, without any qualms of con 
science. Let's look at some. 


Bribery 


This is very common. The most usual form isn't illegal, and many consider it mar 
ginal. A salesman who takes a buyer to lunch is giving a gratuity. A Christmas o 
r birthday present is a further step in that direction. When the buyer starts ac 
cepting stereos, TV sets, and VCRs, he's sold out. 


Purchasing agents aren't the only ones vulnerable to bribery, and bribery isn't 
only for the purpose of getting a contract. Covering up defective material in de 
liveries is another purpose. Getting a peek at the competitor's bid is another. 
Influencing legislation and securing extra service from government agencies ar 


also possible with bribes, however disguised they may be.%4 


A defense contractor, for example, has many ways of bribery open to him, and man 
y benefits to gather. He may, for example, simply pay off a government purchasin 
g agent with a cash bribe to get the contract. Covering up defective material by 
bribing the government inspector with a new car is another step along the way. 
When a congressional committee member comes to inspect the product to see that t 
he government's getting full value, the company pays his expenses, puts him up a 
t a luxury hotel, and pays for nights "on the town" for him, to ensure a favorab 
le report. A visiting general gets the same treatment. 


There are all sorts of ways to cover up bribes. Of course, nobody pays them dire 
ctly by check. The paper bag or briefcase full of money is obsolete, unless the 

recipient has an off-shore bank account or other method of concealing the bribe. 
A bribe can take the form of simply "picking up the tab." It can also be a comp 
any car "on permanent loan" to the person being bribed. It can take the form of 

an all-expenses-paid vacation at the company's lodge. Bribing a public official 

can be far more devious than the simple schemes outlined so far. 


Bos 


A congressman who is also a member of a law firm can be approached by putting hi 
s law firm "on retainer" by a company that wishes to influence his vote. A "reta 
iner" is not a payment for actual work; it's a payment to ensure availability if 
needed, a sort of down payment. A construction company owned by a relative of t 
he congressman can receive a number of lucrative contracts. A short-cut to this 
is to have a dummy company accept payments covered by bogus work orders and invo 
ices. 


"Consultant" fees are common. These are for "work" that is so vaguely defined as 
to be perfect avenues for bribe payments. A "consultant" can also be a bribemas 
ter. This is common at the seats of governments. Businessmen who want government 
contracts or otherwise seek to influence governments often hire "middlemen" and 
"lobbyists" to advance their causes. These people deal in only one thing; they 
"know the right people" and they know how to approach them to get things done. A 
nother, less flattering term is "influence peddler." 


The influence peddler knows who to approach, and how to approach him. He knows w 
ho's on the take, and what his going rates are. Both in Washington and in state 
capitals there are well-known, if unpublished, rates for buying votes.*5 Some le 
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bonuses, based on sales or profits, to its executives, this is an incentive for 
at least slight cheating on the books. If a promotion depends on sales, profit, 
or inventory figures, there will also be an incentive to cheat. 


There are basically only two ways to cook the books, although there are many var 
iants.*11 One way is to overstate revenues. The other is to understate costs. Bo 
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There are a number of ways to exaggerate profits or income. Some ar xtremely c 
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letter. Entering sales before they're contracted or consummated is called "earl 


y booking," and is somewhat less crude. Entering a shipment to a storage warehou 
se as a sale is another way of falsification. 


Delaying or omitting recording returned goods is a way of avoiding cutting the n 
et sales figures. It's sometimes possible to delay issuing a credit memo until t 


he next accounting period. 


Cutting costs on paper is even easier, and open to a variety of methods, some ve 
ry crude, and some very refined. Manipulating inventories on paper is one useful 
technique. It's possible both to understate purchased material or to overstate 
material in stock. Reclassifying material from scrap to fresh inventory looks go 


od on paper. Another way is to reduce the scrap rate. This deserves special ment 


ion, because i 


Normally, a co 
s have tolerances, and assembled equipment is supposed to work within certain pe 


rformance limi 


is one way for a manager to lower his costs and increase his depar 


roduced, and t 


t's the most common way of cheating, yet the least detected. 


mpany sets certain standards for the quality of work. Machine part 


he: 


ts when it's "passed" for shipping. Lowering the quality standards 
ment's outpu 


he time and money it takes to make up the shortage. It's easier to 


t. "Scrapping out" material means a loss in two ways: the cost of the material p 


"pass" it and ship the problem to the customer. Nowhere do we see 
minently than in our automobile industry. 


his more pro 
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y cash under a voucher signed by the plant manager. The voucher said, "Bonus for 
extra effort." 

8. bids, pi Vs. 

9. Ibid., p. 14. 

10. Ibid., pp. 44-47. 
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THE DIRTY WHITE COLLAR, PART III: Securities Swindles 


Security swindles have been known by various other names, such as "stock frauds. 
" They've been with us for centuries. A security swindle is persuading the victi 
m to buy a worthless piece of paper. In the view of conservative economists, thi 
s phrase would describe paying precious metal coin for the current U.S. paper cu 
rrency, but we won't go that far for the purpose of this discussion. However, le 
t's state clearly that a security, worthless or valid, is just a piece of paper. 

It supposedly represents real wealth, and whether or not it really does determi 
nes if the transaction is fraudulent. 


The word "security" is a general term which covers a lot of different types of p 
aper. It can mean a stock certificate, note, bond, share, certificate of deposit 
, title, investment contract, or any of various other types of paper which symbo 
lize material wealth.*1 


The theme which runs through the study of securities fraud is that the further r 
emoved from the material object, the mor ikely the piece of paper is to be fra 
udulent, or at least insecure, with its value hard to pin down. Some good exampl 
es are stocks and bonds. While we may question the value of our paper money, the 
re's no doubt that a certain number of dollars will buy a certain object. At lea 


st, dollars are fixed in value, except for slight fluctuations in the internatio 
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The entire secu 


e members of th 
up a market wi 
fluctuating an 


t created the conditions that allow abuses a 


as elapsed. Some bonds can be sold, at a discount, by those who n 


rities market is vulnerable both to swindling and theft because i 
t's so complicated. The main point is that t 
e "establishment," the ones w 
th purchase of paper at the stock exchange, with values constantly 


he people who made it complicated ar 
ho run it. As we'll see, in setting 


d with partial payment permit 


ted, the members of the establishmen 


The basic mechanism of a security swindle is 


goods or services from the victim in return 
etimes the paper is a bond or promissory note, a promise to pay a certain sum at 


a certain future time. 


e victim pays money and is led to expect a return on 
hare in a profit-sharing plan. 


e is a certificate or s 
Con artists are clever, 
nce on the surface to t 
the theme comes throug 
ou'll get a big return. 


nN. 
" 


"Koscot 


a. 


The Glenn Turner 
swindled a lot o 


before th 


and frequently devise schemes which 
hese three basic types, but behind 
It's always the same: 


f peopl 


pped it with crim 
a harelip, typically wo 
s. A number of his shil 
meeting, his advance men contacted 
hat evening's meeting. Glenn 
f his followers. Inside the rented 
g the listeners that participation 


d conduct 
Ss wou 


U 


d lay the 


inal prosecutions. Glenn Turn 
a sales meeting i 
groun 


the loca 


Turner drove up 


t every step. 


con artist obtains money, 


that the 
f udulent piece of paper, som 


for a fra 


It can also be an investment contract, a scheme where th 


his investment. A third typ 


bear little resembla 
the misrepresentations 
"Invest your money with me and y 


Interplanetary" scheme was a pyramid selling scam which 
authorities in several different states sto 


er, a charismatic con artist with 
in a town to sign up prospect 
dwork for the meeting. At one such 
newspaper, asking for coverage of t 


in a pink Cadillac, to the cheers o 


hall, he 
in his p 


scheme he outlined promised quick promotions 
dience simply had to sign up and invest a cou 


To lace the presentation with enth 
testimonials from "successful" 
from the back of the hall to shou 

age, he'd tell the audienc 

hey could take advan 


Turner's assistants moved smoothly 
auded, and shouted at 
press, to try to persuade him of T 


how Glenn Tu 
tage of the same opportunity. 


usiasm, 


ts of 


to en 


The 
on of 
urities swindle. 


investment swind 
The "inves 


Turner-Koscot plan was nothing more than a pyra 
e and profit-sharing plan. Technically, it was also a sec 
tor" was promised a share of the profits at his leve 


Turner or anoth 
Koscot dealers. 
"GO! GO! GO!" from other pitchmen. On st 
rner's plan had m 


hance the a 
the right moments. One was assigned to 
urner's virtue. One pi 
Turner had been an adviser to President Nixon, alt 
hat subject Turner had advised the President.*2 


made a revival-type speech, promisin 
an would make them rich quickly. The 

and financial independence. His au 
ple of thousand dollars. 


er speaker would invite 
As each one was called, he'd run 


ade him rich, and how t 


tmosph They cheered, appl 
ach member of the 
tchman even claimed that 


hough he declined to say on w 


CLS. 


mid sales scheme, a combinati 


in the scheme, be 


it dealer or distributor. 


A clever vari 
ncial Croup. 
ending the 


ation on a the 
The scam was t 


The catch came when Barclay 


hat's when they found out t 


me was the advanced-fee 
hat Barclay was a money 


investors’ money out to borrowers. The 


did not make the loans 


ties fraud.%3 


scheme set up by Barclay Fina 


broker, collecting a 


fee for 


fee was up-front, of course. 


on behalf of the investors. 
hat the up-front fee was not refundable. The 
rpreted the scheme as being essentially a promise to pay, which made it a securi 


| 


law inte 


£ 


Most securities 
The con artists cl 


al 


yer usually can't 
later after he's 


pr 
OSs 


rauds aren't as zany as these two. 


m that 


ove tha 
t his s 


hirt. 


One problem is that 
rities marke 


ol. 1, and T 


t and the fraud 
he Rip Off Book, Vol. 2 we've seen how checks, paper on 


there's 


no clear dividing 


Typic 


althou 


ine betwee 


ally, they sell paper. 


the paper has value, but because of the nature of the 
"legitimate" securities market, this is hard to determine at the outset. The bu 
the scheme's a fraud, 


gh it may become clear 


ulent one. 


Both deal in paper. 


n the "legitimate" secu 
In The Rip Off Book, V 
step remove 


d from currency, can be used for fraud. The picture is far worse with securities 


because they're many steps removed from the objects they represent. Let 


at some of t 
e. 


"s look 


hese pieces of paper and see exactly how far removed some of 


=f 


them ar 


A "note" is a piece of paper a borrower signs for a lender. It's a promise to re 
pay a loan. A note isn't real currency any more than a check is, but often is ac 


cepted as such in certain transactions. For examp] 
raise money quickly may find that his cash is all 
his notes to a "factor," a person dealing in uncol 


hereby getting his r 


A "bond" is a promis 


s consider municipal bonds to be very desirable because they're tax 
a local government, but during the past decade we've seen ci 


ked by 
on their bond paymen 


eady cash. 


e to pay, 


ES: 


Bonds and notes are no better than the person or company which issues them. Bot 
depend on ability to pay in the future, which is often u 


le, a bu 
tied up 
llected 


just like a note, but it's more formal. 
s secured by certain assets, a form of "collateral. 
affair, a single piece of paper given for a sing] 
certificates offered on the open market by a company or a municipa 


" Usua 
le loan. 


Sinessman who needs to 
in loans. He can sell 
loans, at a discount, t 


The bond i 
lly a note is a onetime 
A bond is a series of 


ity. Investor 


free and bac 


ies default 


t 


npredictable. 


A “share” of "stock" is a portion of the ownership of a company. Typically, ther 


e are thousands of s 


n't represent very m 


oney back on t 
n't just walk 
o get your money bac 
a broker, if anyone' 
es in value. Then yo 
of luck. Essen 
d sometimes no 


even 


Many investors ask t 
ectus con 


uch, 


want to 
to buy. 
it for 


k. If you 
s willing 
u can sell 


that, especially 


hares out for even the small 
investors usuall 
he stock can be a problem. 
up, pick up a piece of company property, an 


ler compan 
ly buy "blocks" o 


| 


[The stock may no 


se 
Some 


, you usually h 
times the stock 


a “capital gain." If 
tially, the stock is only as 


if it's forged or s 


o see a prospectus 


when they buy stoc 


tains a financial statement giving a picture of 


ies, and one share does 
f stock. Getting your m 
t pay dividends. You ca 
d sell it if you want t 
ave to sell it through 

"appreciates," increas 
it drops, you're out 


Fi ad 


good as the company it represents, an 


tolen. 


k. Typically, the prosp 
the financial health or 


ill-health of the company. Actually, the financial statement and the accompanyi 


ng paragraphs are us 
cture, and are alway 
n why. Th 


5 dollars may have 
e of inflation betwe 


in 


U 
Ss 


a 


en 1980 and 1985, 


its real value will 


lly just propaganda. They may or may not present a true pi 
inaccurate by a certain percentage. Inflation is one reaso 
e company may have bought some assets in 1980 dollars. Its value in 198 
creased, but unless the increase is more than the percentag 


have declined. 


y allied w 
.made 


in accordance 


es." This weaseling phrase purports to say a 


Another reason for inaccuracy is close 
accompanies financial statements, ".. 
d accounting princip 

lly says nothing. Nobody defines thes 
," and actually there are none. 


"generally accepte 


ith the boilerplate phrase that 


with generally-accepte 
lot, but actua 
d accounting principles 


They vary with the accountant, and usually amoun 


t only to checking pieces of paper against each other and verifying that the sum 
s come out right. An inventory statement is accepted at face value, unless the a 


ccountant has gone out to the warehouse to do a physical inventory. Sales state 


ue for inflating the val 


Actually, any errors i 


uch as wheat, oats, pork bell 


m 


company t 
in other com 


real items 


who invest in precious metals b 


ents are just that, statements. They may or may not represent actual sales. We'v 
e seen previously that "cooking the books" is a technig 

e of a company by showing a brighter profit picture than actually exists. 
"Mutual funds" are second-order stocks. You don't buy stock in a real 

at makes a real product. You buy stock in a company that buys stock 

panies. Supposedly, the mutual funds are run by professional money managers who 
know what they're doing to earn money on your investment 

n the value of the stocks bought are compounded by this second-order process. 
"Commodities" can be almost any sort of material, s 

ies, etc. In one sense, they're like precious metals in that they'r 

with prices that fluctuate. However, many people 

uy them outright and store them in a safe-deposit box. None of the small investo 
rs take possession of pork bellies. Instead, they buy warehouse receipts. They m 
ay not even get the warehouse receipts in their 


oker's. 


"Futures" aren't even that. They're options to b 


hands, but keep them at their br 


uy at set prices at a fixed term 


from the date of purchase. If the market price goes up beyond the one for which 
you've contracted, you earn a profit. If it doesn't, you have to sell at a loss 


"Options" are similar, but apply to stocks, bonds, and precious metal 


s. You buy 


an option, an opportunity, to buy the stock or other paper or substance at a fut 


ure time. The same rules app 
en, means that you put up on 


Involved in all of these tra 


nsactions 


is the broker, who gets a commission 


ly. You can buy these "on margin," which as we've se 
ly a fraction of the price. 


£ 


ror € 


ach sale, as does his counterpart who deals in stocks. The stock or commodity br 


oker is basically a salesman who has an interest in genera 


he can. Leaning on a broker 


Pag 


for advice is 


This system of stock and commodity trading has ab 


t's possible to make a lot o 
uy low" and "sell high." Bec 
ve an incentive to encourage 
predictions of anticipated h 
Some investors with a lot of 
ock when the price is 
rumors that the company and 
rises more. Before it hits i 
e 


us stockbroker operating a "boiler room" with salespeopl] 
ading other people to buy this astonishingl 


ause stockbro 
the clients 
igher prices 


dollars try 


its stock are 
ts peak and t 


f money from price fl 


ting as many sal 


e€s as 


hazardous to your financial health. 
uses built-in. First, because i 
uctuations, investors try to "b 

kers earn commissions on sales, they ha 

to buy and sell often. Some make false 

to get their sales commissions. 

to manipulate the market. They buy a st 


ow. Their purchases start 


the price goin 


y 


"successful 


se small investors get on board, the stock's plummeting down. 


Boiler Rooms 


These ar 


telephone sal 


and each with a salesperson. These salespeopl 


r from the telephone directo 


A boiler room can offer legi 


ry. 


timate stocks 


f operation is the same. Th 


n ue 


"hot," that it's either gai 


ing in va 


, or sell outright frauds. The met 
salesperson tells the prospect that the offering is 
very soon. He or she may 
a previous offering as "proof." One boiler room person, for example, cited 
ain in silver prices during her pitch, telling her prospective victim that 


or will 


g up. 
going to increase in value. The price 

he price starts to drop, they unload th 
ir stock quietly. In this effort, they sometimes have the hel 


They start 


lp of an unscrupulo 


le on the telephone persu 
l" stock. By the time the 


s centers. There are many desks, each with a telephone, 
choose from lists of prospec 


tS, O 


hod o 


cite 


the g 
if he 


‘d bought silver some months before, he'd now be wealthy.%*4 


Spotting 
T 
©) 


Th 


a boiler room scam isn't hard. There ar 


some features that stand out. 


he stock or option is with an unknown company, a 
that of a large, well-known one. 


iS) 


= 


lines. 


T 
usually stops at the state line. 


pulous manner is i 
s extraordinarily di 
and who has jurisdiction. 


A couple of good question 
of these over-enthusiastic sales 
his: “If it's such a good value, 
he or she buying as much 


The Rules 


The rules of the stock market, 


o pay off the loan. T 
It's possible to bu 
rchase price. This 
"inside information 
go up in 
much 


ma 
" 


on margin 
contract, 
of his pu 


t 
EG 


fast shuff 
" This means buying at a 
n international operator can buy 


's selling for more in the Zurich 


Sa 


"s necessary to "act now" or miss the opportunity. 
k and high profit. Another good tip-off 
[The crooked ones usually do, using W.A.T.S. telephone lines. 


he reason is that states have laws regarding stock sales, 


lesperson inserts a no 


is a boiler room opera 


lthough the name may be close t 
te of urgency; it 
There's the promise of low ri 
ting across state 


but the jurisdiction 


Selling a stock, bond or commodity in an unscru 


egal, but if the call comes from out of state, prosecution i 
fficult because it's not clear whose laws are being bro 


ken, 


s to ask yourself if ever you get a phone call from one 


people pushing "hot" stocks or commodities is t 


why 


often set 

rmally, when we buy something, we buy for 
a loan. The buyer gets cash from the bank 
he market doesn't quite work that way. 


as his limited cash will 
he stock goes up in val 
hase from the proceeds, and pockets the dif 


a stoc 
marke 


into 


is this person trying to sell it? Why isn't 
as possible for him(her) self?" 


aw, allow even greater abuses. No 


le also allows a form of creative manipulation ca 
low price in one market, and sell 
k in the New York market, knowing 
t, which has just closed according 


cash. 
or fi 


If we can't afford cash, we get 
inance company, and is obligated t 


y on "margin," that is, pay only a small percentage of the pu 
kes it easy for the big operator with little cash but good 
to make something out of nothing. Knowing that a stock will 
price because of an impending government contract, for example, he buy 

allow. The day after the announceme 
ue. 


He sells for fu ce, pays th 


ce. 


pri 
fferen 


led 
ing high in 


"arbitrage. 
another. A 
that it 
to New 


York time. When the Zurich mark 


t re-opens, he takes advantage of th 


e time zone 


difference to sell his stock higher. With margin buying, he can control more st 


ock, and clear a higher profit th 


Arbitrage also works in currency 
from one market to another. Buyin 
or more in another where the exch 
rp operator. 


Forgery 


Forged stock and bond certificate 


ock certificates, deposited with 
egal financia 


These forged certificates can als 


an if 


market 
g one 


ange rate's higher can net a profit for 


Ss can 


a ban 


o fin 


he just 


Ss. 
that's 


bought at 100%. 


Currency exchange rates vary somewhat 
low in one market and selling it f 


the sha 


be bonanzas for the clever operator.*5 Wh 
ile trying to cash a forged certificate can be hazardous because of the close sc 
rutiny of the buyer, using them for collateral isn't as hard. A set of forged st 
k to cover a loan, 
manipulations. Ivar Krueger got started this way. 


can start a chain of il 


d other uses. One way to raise money is to 


persuade people to invest in a "holding company," which is just an office that 


holds other companies' stock. A mutual 


fund is 


one such. One excellent tool to p 


ersuade potential buyers is an audit report by a prestigious accounting firm. Th 


e au 

ent 

din 

paper 

icity. 

ime. 
' 


that shows how well the company's doing. In so doing, 
gs, Simply as a form of verifying the "inventory." If 
are there, the auditors accept them without trying to 
This allows substitution of forgeries. This substit 
The truly audacious swindler wi 
more prudent one will start out with 
finished he'll substitute forgeries 
other creative ways. He may use them 
e gets his money, departs for parts un 


© 


iS) 


genu 
and di 
as col 
known. 


spose of t 
lateral for 


=e 
5 


t stol 
umber 


Sometimes the certificates are genuine, bu en. This is 
putting stolen securities "on ice" for an 
f£ 


of their cash value. 


Outright Frauds 
Cold 
han it was years ago. It's no longer necessary to try to pa 
s gold because people no longer ask to see the metal. They' 


aper instead. 


There are difficu 


ditors go through the holding company's books to generate a financial s 
they spot-check t 
the correct pieces of 


ution can occur a 
operate with a drawer full of forgeries 
ine certificates, but once t 
he genuine certi 


tatem 
he ho 


then 
ct any 


verify their au 


he au 
icate 
and wh 


ey 


a large loan, 


a convenient way of 


of years while getting back part 


stocks are still with us. If anything, it's easier to sell phony gold now t 
Im off iron pyrites a 
ll accept pieces of p 


ties in trying to fake out a potential investor who wants to i 


nspect the "gold mine." While it's possible to "salt" the mine, (plant gold dust 
or gold nuggets in the earth) this technique is relatively easy to expose.*6 Th 

ere's no need to take such steps in selling paper. 

There are stocks in small gold mining companies always available. They're fairly 
cheap stocks, partly because they're not worth anything, and partly to keep the 
price within reach of the small sucker. A boiler room operation sells them sigh 

t unseen, because the customer practically never travels to make a physical insp 

ection of the alleged "mine." 

Counterfeiting 


Fee 


Stock certi 
ious coins. 


fed) 


, although 


icates are not the only items subject to counterfeiting. So are prec 
Krugerrands, popular with some investors in recent years, have stimu 
lated counterfeiters. Nobody knows how many fake Krugerrands are floating around 
there have been large seizures of counterfeits in recent years. 


Commodity B 


A "bucket s 
"leveraged 


ucket Shops 


hop" is basically a boi 


contracts.' 


" These are 


eon 


er room, 
utures in which 


raction of the price, just as in b 
uys and holds the metal for you, 
f a fickle market. This risk is bad enough, b 
d cuts corners, you're in real trouble. 


ying on margin. 


DE: TE 


The fraudulent bucket shop doesn't buy any metal; it merely 


but this one deals in commodities on 
the inves 
If the bucket shop actually b 
"s legal, and the only risk you run is that o 
the bucke 


tor puts up only a f 


t shop's illegal, an 


makes telephone sale 


s of mythical metal and collects t 
ons, because their operators never 
ificant payoffs. Any payoffs the bucket shop makes during i 
only to keep departing customers quiet while it continues 
rom others. 


e customers' money. They 


be 


It's hard even to estimate how many of these fraudulent buc 


and prosecuting the operators is almost impossible because 


intend to buy precious me 


ly operating.*7 The estimates are as high as eight thousand. 


"re temporary operati 
tal or make any sign 
ts short lifetime are 
to collect much more 


ket shops are current 
Tracking them down 


they make moving targ 


ets. The typical operator breezes into town, rents an office and office furnitur 


e, has phones installed, and hires salespeople to start the operation. By the ti 
me the authorities even hear of hi 


ars. 


Starting an 


rading Commission to act. By the time th 
, the operator's taken 
warding address, and tracing him 


into motion 


m, he's into many people for 


investigation takes ti 
to have enough substance to convi 


me. There have to be complain 


cumbersome enforcemen 


is difficult. 


the money and run. Of course, 
Meanwhile, he se 


ther state under another name, and the cycle starts again. 


Touting 


thousands of doll 


ts, and they have 


nce the fraud squad or the Commodity Futures T 


t machinery gets 
he leaves no for 


ts up shop in ano 


A racetrack tout is a fast-shuffle artist who approaches prospective victims wit 


h " 


wins some money, he sp 


tips" on the winners. He gives away the "tip," asking only that if the person 
it it with him. The dishonesty comes in 


his giving diffe 


rent people different tips, and avoiding those who got "burned." 


There's a legend regarding a financial tout, which seems so logical and plausibl 
e that it may be true. 

This shows up the difficulty of making your way in the minefield of the stock ma 
rket.*8 

There are many "financial newsletters" in this country, all purporting to provid 
e the reader an inside view of the hot opportunities in the stock market. Their 
value is questionable, especially because their language is laced with qualifier 
s that make it obvious they're mostly based on guesswork. The logical conclusion 


, too, is 


One 
t charge to peopl 
ttached. Each 
ere 
r the outcome 


that if their writers really had 
to get suddenly rich, not sharing it with others. 


e across the country. Eac 


the recommendation was valid. 


The second issue went out on 


ing another stock, and again 
rocess went for two more cyc 
mmendation for all: 
newsletter. The sudden deman 
s "unloaded" at its peak. 


The foregoing account 
discussed 
te on commission, 


may ju 


and 


to stimulate sales. 
ation 


ly just 
claim that is indictable. 
ay nothing: 


This is the one to watch." 


les, 


st be legend, like th 
in a previous volume, but stock toutin 
their purpose is 


to guarantee that any stock they sell 
misrepresentations about the stock is illegal, 
salesmen, have clever ways to induce a 
Words such as the fo 


ly to half of the first group, 
d the recommendation that proved correct. Again, there were 
there was a subscription form with each 
and the fifth issue went o 
buy a certain worthless stock owned by 
d for the stock drove the price up, and 


"inside information" 


two 


the half 


they'd be using 


newsletter, started by a group of sharp operators, allegedly went out withou 
h free issue had a subscription form a 
issue also had a recommendation regarding a certain stock. There w 
actually two versions, one saying "buy" and the other saying "sell." Whateve 


in real life, there was one group of recipients who had seen that 


that receive 
versions, regard 
copy. The p 


ut with the same reco 
the operators of the 


the operator 


e one of the opulent panhandler 
g is common. Stockbrokers opera 


wi 


cl 


"The smart money's on this stock right now." 


They can do this safely because they're under no legal oblig 
go up. While making purposeful 
ever stockbrokers, who are real 
customer to buy without making a 
owing imply a lot but actually s 


"IT expect this one to move real soon." 


Avoiding Problems 


Getting hurt in the stock market is very easy. The best way to avoid it is to st 


ay oO 


ting 


past.*9 


To protect yourself, be very cautious. A 
t sounds too good to be true, it probabl 


If i 


e opportunity of a life 
if you must play the market. Be especially 
The best policy with any commodity is not to buy 
ke a truly narrow-minded, pig-headed attitude, but it's e 


ous 
ee it. 


metals. 
This may seem li 
If i 


careful 


tonal. 


minently rat 
e is an invitation to renege. 


More Gold And Precious Metal Scams 


ut. The small investor lost his shirt in 1969, when the market 


Cav 


din. How 


, each new generation has to learn the lesson anew. Small investors are star 


in again, perhaps not having learned or having forgotten the lessons of the 


lways keep in mind the old cliche that " 
ly is." Don't jump in when offered th 
time, and be cautious even in routine purchases of stock, 


in commodities, and in preci 


it unless you can s 


t's not there, you're just buying a promise, and a promis 


We find gold schemes still with us, right up to the mid-1980s. The "gold brick" 


is a bit outdated, but somewhere in the world there's still 


one. 


A second-order sw 
es gold in the form of 10 percent monthly interest to those who "invested" 
fictitious gold mine in Nevada.*10 A 
fairly quickly, and when the payoffs 
ng, the perpetrator moved his base of 


Another sort of second-order fraud is the bul 
nvestors shares in precious metal bu 
tically, the metal 


ind 


The gold brick, as we've al 
ls counterfeit material to 


e is 


a sucker wh 


o'll buy 


lready seen, is a first-order swindle. The con man sel 


his sucker. 


ike the following: A man 


is available for 


egedly, they 


d 


oie 


operations. 


lion alleged 


sold friends and acquaintanc 


ina 


would get something of value 


llion storage company, whi 
y stored in its vaul 
inspection, but practical difficu 


idn't come and customers started comp 


Cc 


aini 


Nn Sells 


t 
t 


s. Theore 
ies alway 


s take precedence. A number of these bunco operations have been broken 
the country. 


They often start honestly, 


he sells out to b 


A third-order scam 
sedly represents t 
he investor any re 
is in the ground. 
simply skating on 
lled right out from under him, 


Ee 


As we reviewed when previous] 


uyers who are 


is the commod 
he commodi 
turn. Dividends are up 
Investin 
thin ice. 


e a form of legalized gamb]l 


legitimately accepting precious metals for s 
om survivalists and others who feel that the banks are not safe places 
uch commodities securely. The rot sets in when the owner becomes greedy, or when 


Wwe 


fu 
in 


ities 
ty. Shares 


g 
The investor can, to m 


eaving him without 


y dealing with the com 


lin 


The investor is betting that the market price will 


ain date. 


NOTES 


If 


it is, he sel] 
"system" wins again. 


ls at a profit. If it isn 


less ethical than he. 


ture" or other form of paper 
a gold mine don't actua 
to the directors, however 
in "futures," whatever t 
ix metaphors, 


reco 


modi 


g, and the odds are set dead against 


be a 
bic 


he substance mi 


c: 


u 
much 
g 


UrSse. 


ties market, "fu 
the i 
certain amount 
too bad. He is s 


up around 


torage fr 
to keep s 


hat suppo 
arantee t 
gold the 
ht be, is 


the rug pu 


tures" ar 
nvestor. 

by a cert 
tuck. The 


1. Expanding Enf 
Guide to White C 


orcement Op 
ollar Crime 


SCs 
Personal expe 
newspaper. 

. Expanding Enf 


Phone ca re 


Law Enforcement Ass 


rience of the a 


orcement Op 
ceived by t 


ea 


. White Collar 


Crime, U.S. Cha 


Investment Fr 
inter Park, F 
Thid., ps 21: 
Ibid., pp. 26 
. New York Time 
0. 
138-139. 


W 


auds, Rip-o 
L, Investmen 


ffs, 
t P 


-28. 
s, December 23, 


tions: 


tions: The Securities Fraud Approach. An Operational 
Enforcement, Professor Joseph c. Long, Washington, D 
istance Administration, 1979, p. 4. 


thor, who covered a Turner "Happening" for a loc 


The Securities 


Fraud Approach, pp. 31-34. 


thor one evening. 


ber of Commerce, 


1974, pp. 48-54. 


and Cons-. Secrets of the Trade, Richard Maybury 
blishing Croup, 1984, pp. 8-10. 


1985. 


THE DIRTY WHITE COLLAR, PART IV: Securities Theft 
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Subsidy Publishers: Classic Rip-Offs 
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Magazines: The Real Story 


This is even more true for magazine editors. B 
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(4) He may simply be wrong, or exercising poor judgmen 
The evidence of this shows when an article rejected by one editor is picked u 


There are some traps to avoid. Some come about simply because of ineptitude. Som 
e editors are incompetent, 


st. 


A few edi 
hey pay th 
ripts onl 


ion to complain. 


Beware the ed 


log of yo 
t on acceptance. 


The 


tors give out defin 
e author a "kill fee," a sort of consolation prize. Most accept manusc 
y "on speculation" which means that they 


at it, not to accept it. Th 


UP; 


keeping you from pl] 


Som 

blicat 

ance that it will be publis 
competing against other aut 
st 


Some editors steal 
gest. The article's 
reality is guite d 


o compete against himsel 


dat the same time that as 


s name, you'll have good ca 


Some editors follow a practice 


even unethical. However, t 
o or three authors, knowing in advance that he can use only one article. When he 
gets them in, he makes his choice and returns the others. The problem here is t 


ditor sits on yo 
lacing it elsew 


e editors encourage authors to send 
ion, the author does all the wor 


me 


just as in any occupa 


ite assignments. If 


is is dangerous for 


itor who okays every guery you send 
r work. This can be a critical problem if he pays upon publication, no 


tional group. Others are dishone 


they don't use the manuscript, t 


commit themselves only to look 
e writer, but he's in no posit 


im, and builds up a huge back- 


nere. 


in 


ed. The greatest danger 
ors, the author who 
He inevi 


ur manuscript, which means that h 


all they can. 
k and takes all 


tably loses out in this game. 
t of a major article in Wr 


t editors ever steal 
in an article, and find it rejecte 


e ties i 


If they pay only upon pu 
the risks. He has no assur 
in this is that, instead of 
sends in too much material start 


iter's Di 
ideas, but the 


ar article appears under the editor' 


This happened to me once. 


, and that some would say isn't 


ideas. This was the subjec 
author stoutly denied tha 
ifferent. If ever you send 
uspiciously simi 
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hat there are bound to be losers. Again, I know about this because it happened t 
o me. You won't find a hint of this in the literature put out by writer's school 
Ss. 


Beware of any magazine that advertises for authors. This is usually a tip-off th 
at there's something wrong, and that the publication's having trouble keeping th 
e authors it has. Usually the reason is unfair treatment of authors. Again, I sp 
eak from experience. Two magazines which advertised for authors turned out to be 
serious problems. The editor of one stole ideas. The other was simply too hard 


to please. 


What You Can Do 


If you think you have some writing talent, don't be pessimistic, but do be caref 
ul. Be especially careful about laying out money. Keep in mind that all of the m 
aterial you can get from a writer's school is available free at your local publi 
c 
Ss 


library. This might surprise you, but English is not a restricted, top-secret 
ubject. There are absolutely no writing "secrets" that will assure you success. 
It's all in the public domain. 


Be realistic about your talent. You may have real ability. Again, you may not. D 
on't make the cardinal mistake of deciding one day that you're going to be a wri 
ter, quit your job, and start sending out queries and manuscripts. The odds agai 
nst your success are overwhelming. The odds against immediate recognition are al 
most impossible. 


Resign yourself to the overwhelming probability that you won't be able to earn y 
our entire living writing, contrary to the promises of the writer's schools and 
magazines. Most authors need to work at least part-time at another occupation to 
make ends meet. 


If a local community college offers writing courses, take one or two. it can't d 
o any harm, and you may learn something worthwhile. More important, though, is t 
o make sure that you've first learned the nuts-and-bolts of writing. Grammar and 
spelling are important, and there's no short-cut around them. 


Another point to watch is neat work, it's hard enough to compete with neat and a 
ttractive manuscripts. Sloppy manuscripts with words XX'd out and misspellings w 
ill hurt your chances of acceptance. 


When you start sending out queries, send only one or two to each publication. Th 
re are some, where the door's closed because they have their stable of writers, 
and there's no room for more. Don't waste your time with these. Move on! 


A good move that costs you little is to send a letter to the editor commenting o 
n an article in a recent issue. This should be a complimentary letter, or one th 
at provides some additional facts on the subject. The letter will get the editor 
"s attention and if he prints it, you'll have a foot in the door. This is how I 


got started with one magazine. In fact, the editor phoned me, after he'd printed 
several of my letters, to ask if I would write articles for him. 


If ever you get a chance for a personal introduction to an editor or publisher, 
take advantage of it. It may not pan out to anything, but it can't do any harm, 
unless you chew his ear off about your talents and how he's making a mistake by 
not accepting everything you write. Be discreet. Contacts usually help. 


Be flexible. You may get a chance to write a book or article about hog feeding. 
This may not interest you, but if it pays, it's a start. 


Ration your articles out. This may not be a concern when you're starting out and 


you feel it's a major accomplishment to get an editor to accept even one. You d 
o, however, want to get paid, and you need to know how an editor treats you befo 
re you make a major commitment. Some pay slowly. Other simply sit on manuscripts 
. Yet others keep them for a year, then return them. Feel your way with each one 


A a 


Another reason for spreading your work around is "diversification," a buzz-word 
in business. This simply means not putting all your eggs in one basket. Free-lan 
cing is insecure enough without giving one editor or publisher the power of life 
-and-death over your income. It also helps you if an editor sees your work publi 
shed elsewhere, because it tells him that you're in demand, and not completely t 
ied to him. 


You especially want to know if the publication's playing any pernicious games wi 
th you. How much do they pay? How quickly? How do their fees compare with others 
in the field? Do they sit on your manuscripts f 


for an unreasonable time? 
Don't accept any rejection slip as the final word. If it's a form letter, throw 
it away and send your manuscript to another publisher. If the rejection's person 
ally written, scan it carefully and try to judge whether the writer's objections 
are valid, or just a reflection of his personality. Decide whether you should r 
evise your manuscript before sending it elsewhere. 


Handle rejections using the "rule of three." Wait until a manuscript's been reje 
cted three times before abandoning it. If three editors think it's bad, they're 
probably right. 


With books, three rejections are not enough. Publishing a book's a bigger invest 
ment, and book publishers are more cautious than magazine editors. You may have 
to make the rounds with your book manuscript a lot longer. 


Above all, be careful! Don't let your ego get in the way and push you to laying 
out money in a fraudulent scheme just because you want to see your work in print 
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DIPLOMA MILLS 


We've all seen the fake diplomas and marriage licenses sold in novelty stores. T 
hey're for fun, but some fake diplomas are "for real." They're still not genuine 
, but they're used for serious deceptions. 


With them, people can be accepted for employment for which they're unqualified. 
They can set up independent practice in some professions. 


"Dr." Claude Pepper, Democratic Representative from Florida, recently bought am 
ail-order degree which states that he's a doctor of psychology, as part of his i 
nvestigation into ways con artists cheat the aged. He estimates that there are a 
bout half a million phony degrees being used by people passing themselves off as 


medical doctors and o 


While it's difficult t 


ing requirements in every state, 
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o practice psychology, 
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ther professionals. *1 
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ds. In many states, it's not necessary to have a license t 


for example. 


ceeded in having licensing requirements passed in many sta 


can Medical Association has gotten all states to pass lice 


doctors. The psychologists, like the doctors, use this as 
a way of stifling potential competition, not of maintaining "professional stand 
ards," whatever they may be. 


However, there are some interesting loopholes in the licensing laws that cover p 


sychology. 


iring a Ph.D. to qua 
ut a shingle without 
alled "counselor." Usu 
that have laws pertain 
ecessary. 


q 


Yr O ¢ 


This is where the bogu 
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gree, he had to do fou 
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There's a difference b 


While such laws set up a category known as a "licensed psychologist," usually re 


ally, a Master's Degree 


ify, there are other categories that enable anyone to set 
passing the licensing requirements. One is the category c 


is enough for this in most states 


ing to this category. The degree's enough. No license is n 


s degree comes in. These typically come from diploma mills 
in any sense of the word. Often, there's simply an office 
d course handouts. Claude Pepper stated that to get his de 


r book reports, send a list of 44 books he had supposedly 


nd $1,810. According to Pepper, the address to which he se 
nt his material and money had the name of a karate studio on it. 


ee. Impersonation mean 
orks, but it brings th 
ing exposed. 


Faking it from scratch 
' 


etween impersonating a real doctor and having a false degr 
Ss assuming the identity of a real person. This sometimes w 
e risk of meeting someone who knows the real person and be 


is easier in one sense. 
past's catching up. Ferdinand De Mara, the "Great Imposter," impersonated a Can 


It eliminates the prospect of the 


adian surgeon and performed surgery before a colleague exposed him. It turned ou 
ad attended the same medical school at the same time, and 


t that the colleague h 


had met the real doctor whom De Mara was claiming to be. 


Assuming another's identity can also bring other troubles. It's important to che 
ck up on the person's background, and not unwittingly assume the identity of som 


eone wanted for a crim 


i 


There are degrees of f 


by the state board of 


There are two types of 


inal offense. 


raud and deception in diplomas. Some states permit diploma 
mills which grant diplomas in anything and everything, including medical degree 
s. Anyone wanting to practice as a medical doctor in that state must be licensed 
medical examiners, but getting a diploma is legal, as lon 
g as the diplomate doesn't interpret it as a license to practice medicine. 


diplomas for sale. The 


h as a medical degree. 
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first is the diploma for show, suc 


The buyer doesn't actually receive the training, and he u 


nderstands this. He simply pays for an impressive piece of paper. 


The other type is the diploma for real, in which the buyer thinks, or is led to 
think, that he's getting a real education. The "detective" correspondence school 
s fall into this category.*2 There are yet other courses by mail that purport to 
furnish adequate training but don't. In considering any correspondence school, 
it's important to ask whether or not the course is the sort that lends itself to 


correspondence, or whether the subject requires "hands-on" instruction and pers 
onal supervision. 


A trade requires hands-on instruction. There's reason to become suspicious of an 
y course that offers home study in locksmithing, plumbing, or air conditioner re 
pair. Other skills offered by bogus schools are aircraft mechanics, truck drivin 
g and maintenance, computer programming, and the cosmetic trades.%3 


It's often hard to check up on such schools. They're often in another city hundr 
eds of miles away. There are some tip-offs, though. Probably the most significan 
t one is a promise of employment after graduation. While legitimate schools have 
placement services for their graduates, they don't offer blanket promises or gu 
arantees. 


The legitimate college or trade school placement service finds employment for so 
me graduates. Far from being lucrative, this employment is usually bottom-of-the 
-ladder, not surprising for beginners in the field. Newcomers can't expect to ea 
rn as much as experienced workers, and expectations to the contrary are unrealis 
tic. Employers who accept graduates frequent the school placement service as as 
ource of cheap labor. They know they can pick up hired help at low cost, and exp 
loit their services until they find better-paying jobs. 


Another important aspect is that there simply may not be enough jobs to absorb e 
ach graduating class, and some are bound to be left out. This is why a guarantee 
of employment is bound to be spurious. 


Avoiding being ripped off by a bogus school takes only slight awareness. Anyone 
who buys a Ph.D. by mail knows that it can't be real, and he's as much a partici 
pant as the operator of the school. In one sense, he's being foolish, because he 


could save his money by paying a printer to crank out a fake diploma for him. I 
t would be just as valid as that furnished by the operator of the "school." 


Ww 


The second category is the person truly seeking an education or a better-paying 
job. This person should beware of correspondence school ads that concentrate on 
ucrative employment or offer "free" tool kits. The only commodity a school has 
to sell is competent instruction. All else is either window dressing or a come-o 
n. 


The bottom line is the easiest to check out. If you're considering paying a corr 
espondence school for training, take the ad to a businessman in that field, and 
ask him if he would hire you after you took that course. His answer wi be reve 
aling, although it might not be what you want to hear. If he's at all sympatheti 
c, he might direct you to a legitimate school for that type of instruction. 


ct 


The fake schools and diploma mills seem to be here to stay. Fortunately, they're 
relatively easy to spot, and to avoid. 
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984, p. 80. 

3. Fraud & Deceit: How To Stop Being Ripped Off, John w. Suthers and Gary L Shup 
p, NY, Arco Publishing Co., 1982, pp. 54-55. 


THE "TERRIBLE WILLIAMSONS" 
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Lifestyle 

The Williamson lifestyle is apparently gypsy-like, because their method of opera 
tion requires a nomadic existence. They travel from town to town, usually sellin 
g shoddy home repair and home improvement jobs. They thoroughly canvass a town, 
covering as many houses as they can, do the jobs, collect the money, and move on 
as quickly as possible. This is necessary because the shoddy quality of their r 


epairs and improvements usually becomes 


it and run" tactics have been 


very effectiv 


apparent with the first rainfall. The "h 
in preventing interference by law e 
become aware of their presence in a part 


nforcement officers. By the time lawmen 
icular j 


urisdiction, they're already gone. 


The goods they sell vary from town to town and from year to year. Among them hav 


e been fake lightning rods, house paint jobs, driveway waterproofing, and variou 
s dry goods, as noted before. 
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Their mode of travel is typically by road. There have been reports that they tra 
vel in luxury cars such as Cadillacs, and also that they use pick-up trucks. The 
apparent contradiction is perhaps explainable by the need to do home repair bus 
iness from suitable vehicles, and pick-up trucks fit the need perfectly. 


Organized Confusion 


Legends are unreal. The Williamsons are excellent proof of this. We've seen that 
one estimate of their number is two thousand. Another authority estimates that 
they number only three hundred.”*4 They allegedly are gypsies, and part of the "N 
awkins" clan. 
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Identifying the Williamsons is largely impossible because it is an extended fami 
ly. A person may be part of the Williamson clan without bearing the name. Anothe 
r difficulty is that law enforcement officers are also vulnerable to professiona 
l hysteria, and sometimes attribute to notable criminals, crimes that they did n 
ot in fact commit. During the early 1930s, John Dillinger was accused of committ 
ing many more bank robberies than he actually did. It wasn't until after his dea 
th that the affair got partly sorted out, but even today Dillinger's legend has 

credit for more crimes than he could possibly have committed. 


In the world of crime, there are no patents, and a successful con scheme is alwa 
ys open to imitation. This brings up the prospect of an unaffiliated person or g 
roup carrying out "Williamson-type" swindles, and being falsely labeled as such 
by police. Unsolved crimes are always open to speculation, and the mobile swindl 


es of the "Williamson" varieties are usually unsolved. 


The "Williamson" family and its swindling practices offers us an introduction in 
to the closest we have to a genuine "crime family" in this country, the Gypsies. 
In the next chapter, we'll look into an ethnic group that has led a remarkable 
underground existence in this country. The Gypsies are usually on the edge of th 
e law even in their daily activities, and often transgressing the law in their w 

ays of earning a living. 
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THE GYPSIES: CRIMINAL LIFESTYLES 


At the outset, let's note that despite the title of this chapter, not all Gypsie 
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Other Gypsies do metalworking. Some are itinerant coppersmiths, blacksmiths, or 
boiler repairmen. Some do itinerant auto body work. This may be good quality wor 
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RESTAURANT SCAMS 


tation for dishonest practi 
ts would reflect 


so that if 
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Ever go to a restaurant and find there's a waiting list, obliging you to wait in 
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If you innocently enter such a restau 
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culated to give you more time to order 
in this sphere, despite some new laws in 


ality of 
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ot careful, you 
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and the time 
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k. Restaurant operators, unlike bar owners, know their clients have food 
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ne in a party drinks, and there's usu 
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ls you'd like. Again, take your p 


it's fi 
inks. R 
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later have auto accidents while drun 
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everyo 
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rant, and are aggravated by the delays so m 


uch that it spoils the enjoyment of your meal, what can you do? Report the incid 
ent to the manager? We've already seen that this is pointless. Call the Better B 


usiness Bureau? Not really. They're n 


ething illegal is in 
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Here's how one unhappy patron handled it. He had a hu 
nted for this restaurant. The gift certificates were 


to feed a party of two and pay for some drinks. He compiled a list 
including some who had cheated him, some wh 


disliked, 


less you can prove t 


ndred gift certifica 
for thirty dollars, 


o were generally dis 


hat som 


tes pri 
enough 


of people he 


honest, 


and some who were simply boorish. He sent some out with Christmas cards, "forge 
tting" to sign the card. He saved a number of "gift certificates" to use later, 
planning to send these out with covering letters from the "manager" of the resta 
urant. 


These "gift certificates" were bound to be useful for a long time, because even 
if the restaurant's manager made an announcement that someone was playing a prac 
tical joke on his establishment, many would never "get the word." The "covering 
letters" would say this: 


Dear Mr. ---- 


Because of your prominence in the community, you have been selected to receive a 

gift certificate entitling you to dine at our fine restaurant gratis. The certi 
icate will enable you to bring a guest with you. we hope you'll enjoy your dini 
ng experience, and that you' tell your friends. 


Hh 


Please present the certificate to the waiter when he brings your check. A fiftee 
n percent tip will automatically go to the waiter, freeing you from this concern 


Hope to see you soon. 


(signed) Walter Q. Manager 


CREDIT CARDS: CONS AND CATCHES 


Credit cards exist for two purposes: (1) To make it easier for the consumer to s 
pend money, and (2) To thereby increase profits for the companies issuing them. 


A third, and originally unintended purpose, is to make it easier for con artists 
to rip off the consumer. The main reason why con artists have it so easy with c 
redit card scams is that banks and credit companies don't really care, as long a 
s the scams don't cut too deeply into their profits. Credit card scams may have 
cost the public as much as $700,000,000 in 1985. Companies, however, pass the co 
sts of theft on to their clients, anyway. In the not too distant past, a client 
was fully liable for charges run up on a stolen credit card. New laws have chang 
ed that, but the basic picture remains the same. Agile businessmen and con artis 
ts continue to rip off the public, and are constantly developing newer and more 
creative ways of doing so. Let's start by looking at some clever bank officials. 


The Third-Party Sales Agent 


There are many we intentioned laws to protect the consumer. Unfortunately, man 
y of them have loop-holes, and businessmen are quick to take advantage of them. 

Even if a loop-hole doesn't seem to exist, nimble-minded businessmen try to find 
or create one. 


Many states have laws regulating lending and lending institutions and companies. 
Texas, for example, prohibits Texas banks from charging annual credit card fees 


. Texas law also regulates interest rates. 


Customers of some Texas banks sometimes have to pay credit card fees anyway. The 

dodge is that the Texas bank also owns an out-of-state bank, and it is this ban 
k which issues the credit card. The Texas bank acts as a sales agent for its out 
-of-state holding.“1 
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Counterfeiting Cards 
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They're usually a step or two ahead of the law. 
Finding Out The Credit Card Number 
Because it's possible to charge mail and phone-order purchases to a credit card 
number without physically presenting the card, con artists have made it a priori 
ty matter to find out what a potential victim's credit card number is. Picking u 
p credit slip carbons is one way, but now they don't even need that. 
The con artist telephones a possible victim at home one day while he's away at w 
ork. He tells his wife or whoever answers the phone that he's a police officer, 
and that the victim's wallet has just been turned in by a passerby. The money is 
gone, but the credit cards are still there. If the wife will just give the nice 
officer the numbers to "prove" it's really her husband's, the police will deliv 
er the wallet to her. 
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This may be in the future for financial planners. Much depends on how the market 


continues to develop, and how much money is in it. If it stays lucrative, attra 

cting new "planners," the established ones will certainly start lobbying for a l 
icensing law. The inevitable abuses that come with this sort of business will bo 
lster their case that licensing is required to weed out charlatans and fraud art 
ists. Of course, the real motivation will be occupational birth control, to avoi 
d sharing the goodies with too many others. 


Financial Planning For You 


Should you use the services of a financial planner or not? If you decide to do s 
o, remember that the odds are against you. You don't get a free lunch, something 
for nothing, in this world. Any financial planner you employ will have an axe t 
o grind. He has to earn a living, not just be a nice guy to people who need help 
in disposing of their spare cash. This means that he'll be trying to sell you s 
omething, somehow. 


It's extremely unlikely that the planner will tell you that you're doing just fi 
ne with what you've got, and that you don't need to invest any more. The recomme 
ndations he makes wi not be surprising. If he's affiliated with an insurance c 
fo) 
t 


moany, he' suggest you increase your insurance coverage, buying a new plan wi 
h more bells and whistles, and of course with higher premiums. 


If he's in stocks and bonds, he'll present these as the road to financial securi 
ty. He'll offer to procure the stocks for you, and may even have a special offer 
as a come-on. He knows that once you're into stocks, you have to sell them some 
where to realize a profit, or dispose of them if they lose ground, and in either 
case he can earn another commission. Persuading you to buy securities gives him 
a foot in the door. He can contact you six months later to tell you that he's h 
eard of a new "hot" offering, and try to sell you some whether you need it or no 
Ets 


The Hard Sell 


It can get grim. The typical method of operation is to have the client fill out 
a personal and financial questionnaire. A salesman hands out brochures with pabl 
um prose to convince the client he's getting a fantastic deal. 


The questionnaires seem to be designed more to help the company find possible ar 
eas of interest and sales than to help the client.%2 


What You Can Do 


Avoid "financial planners" as if they were the plague. If you've got money to in 
vest, make the time to do your own research to find reasonably safe investments. 
There are a few. Don't pick up one book on investments and accept it as truth. 
Read several. Ask your friends what they do. Keep in mind that nobody's got the 

perfect answer, and if they had, they probably wouldn't share it with you. 


Above all, be realistic about the amount of money you can devote to investments. 

Many financial planners don't take this into account, because they're out to se 
11 you as much as they can. The money has to come from somewhere, and you're pro 
bably the best judge of how to arrange that. 


NOTES 


1. Consumer Reports, January, 1986, pp. 39-45. 
2. Ibid. 
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Automobiles 
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The car salesman has one final trick to pull if the customer's about to walk out 
uying. He faces the client and asks him point-blank, 


without b 


r be a "nice guy" an 


o order it. This is a mistake, because th 
If the customer 
to other scams. 
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tten, 


emotionally wrung out, is tired and vulnerable. If he doesn't keep his wits 
t when he encounters thi 
less exploitation as the new salesman negotia 


tactic, he'll run 1 
tes another contrac 
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dig his heels in an 
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"Would you buy t 


salesman will ask 
tomer should be abl 
accepts this, and p 
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tract, and forgot to charge him for tint 
This is always a subterfuge, and the 
d agree to pay another hundred dollars o 
price is.*4 If he does, the dealer may find other, additional "c 
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is car if I could get the sales manager to get you another ---- dollars off? Wou 
ld you buy it today?" 


If the customer answers, "Yes," that's it. He's got the sale. That is the bottom 
line, by the customer's own word. This doesn't mean that the sale wi be on th 
e customer's own terms, however. The salesman will still go through the tricky b 
usiness with the financing and the other maneuvers to chisel a few dollars here 
and a few dollars there. 


What You Can Do 


Buying a car is like walking through a minefield laid in quicksand. A basic defe 
nsive tactic is for you, the potential buyer, to shop around with the firm deter 
mination not to buy on that day. To help your resolve, it's best to leave your c 
heckbook and credit cards at home. 


The more you shop around, the more immune you'll become to the tricks of car sal 
esmen. You can also help yourself avoid being pressured by being honest with you 
rself, and communicating this to the salesmen you meet. For example, you' prob 
ably go car-shopping after work, when you're tired. Turn this into an excellent 
"out" when a salesman pressures you by saying, "Look, I've worked hard all day. 
I'm too tired to think straight right now. I'll come back tomorrow when I feel b 
etter." 


Get figures from several dealers, and write them down. Compare them. While you'r 
e doing this, shop as carefully for the financing as you do for the car. When yo 
u think you have a package put together, compare the "bottom lines." 


Because of the number of options available on cars, it's almost impossible to ar 
rive at exact comparisons. This isn't an accident. Manufacturers and dealers don 
"t want you to price-shop, because this would further stiffen the competition. T 
his is why you have to use a certain amount of guess-work and judgment in evalua 
ting the different "deals." 


Above all, be realistic. Don't expect to "put one over" on a car salesman, no ma 
tter how clever a negotiator you are. Remember that the sales contract isn't val 
id until countersigned by the sales manager. He'll give it a cold-eyed once-over 
, and if he feels that his salesman gave anything away, he'll shoot it down. 


The "Lifetime" Battery Rip-Off 


Up to a few years ago, auto parts dealers would offer "lifetime" batteries. The 
purchase price would cover replacement of the battery without additional charge 
if it failed while the original purchaser owned the car. These were not unusuall 
y high-quality batteries. They cost more because the excess went for an insuranc 
e policy on the battery, in effect. As long as Americans continued to trade thei 
r cars in every couple of years, the battery manufacturers didn't have to honor 
many of these guarantees. 


When automobiles increased sharply in price, fewer people bought new cars. Car o 
wners held on to their cars longer. This upset the calculations of the companies 
which sold "lifetime" batteries because the contracts weren't voided as quickly 
when the owners retained their cars. Selling "lifetime" batteries quickly becam 
e unprofitable, and it ceased. 


Some national chains had sold a large amount of these "lifetime" batteries, and 
were faced with the problem of many thousands of motorists who returned with fai 
led batteries, having held on to their old cars because of the price crunch. Thi 
s became a real problem, because all of these "lifetime" contracts were on paper 
, and not easy to deny or default. 


os 


Here's how one branch of a national chain handled the problem. When Ed brought h 
is 1977 Rabbit in for his fourth battery change, at the company's expense, the s 
ervice manager took a different tack. He told Ed that the reason the battery had 

failed was that his alternator was weak, and not putting out the amperage it sh 
ould have. He informed Ed that the lifetime warranty would be voided if he didn 
ot have a new or re-built alternator installed. When Ed asked the price, he was 
told it would be $159.00 for the re-built alternator. Ed quickly reasoned that t 
his was enough to pay for a number of batteries, and he declined to let the serv 
ice manager replace his alternator. The paperwork for the new battery stated, in 
the service manager's handwriting: INVALID WITHOUT NEW ALTERNATOR. 


When Ed next saw his regular mechanic, he asked him to check the alternator outp 
ut. The mechanic said that the alternator was performing properly. Ed decided to 

stand pat. A year later, both battery and alternator were still working properl 
y, and Ed has retained the paperwork for possible presentation to the state atto 
rney general's consumer fraud unit. 


Health Clubs 


Many people sign up for these, letting themselves in for certain problems. One i 
s that it's usually necessary to sign a contract to become a member. This obliga 
tes the signer for payments for a year or more. Some ambitious clubs sell "lifet 
ime" memberships, which can bring with them other problems. 


Some health club members find that when they try to use their memberships, the " 
club" is too crowded, and they can't get in except at 3 A.M. Others find that th 
e health club goes "out of business" after they've signed up. If they've already 
paid their money, or signed a third-party contract which obligates them to a fi 
nance company, they're out of luck. 


In some instances, the health club's "deal" looks too good to be true, and it is 
! It may be part of a "bust-out," calculated to burn the customers when the prom 
oters leave town.*5 When the con artists have enough "members," it's "so-long." 


Self-Protection 


It's necessary to be ever watchful in the marketplace because the law doesn't ke 
ep up with the scams. Some scams are perfectly legal. Others are legal until the 
law catches up to them. Always keep in mind that, legal or not, you are the fir 
st line of defense, and a suspicious attitude is often the most realistic one to 
have. 


NOTES 


1. Fraud & Deceit: How to Stop Being Ripped Off, John w. Suthers and Gary L Shup 
p, New York, Arco Publishing Inc., 1982, pp. 22-24. 

2. Ibid., pp. 25-26. 

8.6 IDLO: 5: p24 

4, This happened to the author the last time he bought a car. Learn from experie 
nce! 

5. Fraud & Deceit, pp. 32-33. 


FRAUD SALAD: AN ASSORTMENT OF CON GAMES 


There seems to be no limit to the variety of frauds that nimble-minded con artis 
ts devise. Let's look at some of the astonishingly diverse ones. 


You're Fired! 


Two con artists, posing as agents from the home office of a theater chain, arriv 
ed and informed the manager of the local theater that he was under suspension fo 
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a fraud artist can use a variety of scams, swit 


ching from one to another as the situation dictates. Fast-stepping fraud artists 
can delay discovery and arrest, sometimes indefinitely, by changing modus opera 
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a clear trail. 


scams are stil 


1 with 


us because they're lucrative and easy t 


o carry out. Another Florida report states that a woman, using an alias, rented 
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She then put the h 


ouse up for re 
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nd accepted deposits from people who responded. She gave them all keys to the ho 


use in exchange for two months' rent, an 
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The Lost Dutchman Go 


ld Mine 


This mine is allegedly in the Superstition Mountains of central Arizona, east of 
the town of Apache Junction. According to legend, a German miner found a fabulo 
us gold vein in the mountains decades ago. Depending on which version of the leg 
end you choose to believe, the "Dutchman" then: (1) died without telling anyone 
where it was, (2) left the location of the mine marked on a map which the person 
relating the story will happily sell you for a certain sum, or (3) died and the 
reby abandoned the mine, which was later discovered by another prospector who ch 
ose to reveal his find to YOU, and to give you the opportunity to "invest" and t 
hereby reap a tremendous reward. 


This last version was the one used by a man named Robert Simpson Jacob, also kno 
wn as "Crazy Jake," an alleged prospector who bilked 25 to 30 people of many tho 
usands of dollars with this scam. His victims included doctors, the chief execut 
ive officer of an oil company, and a medical technician.*14 According to the pro 
secutors, he may have fleeced as many as 30 people with his scam. 


There are several remarkable features about this particular con. The first is th 
at the con artist had only an eighth-grade education. By contrast, some of his v 
ictims were very well educated. One was Wyman Shepherd, Chairman of the Board of 
Shepherd Oil Co., presumably astute regarding business matters. Finally, instea 
d of a full-fledged prosecution, the Attorney General's office went for a plea a 
greement which also calls for the payment of restitution. Only time will tell if 
the restitution will finally be fully paid. 


Clearing The Field 


A persistent problem for a burglar is to ensure that the premises will be clear 
before he enters. Some take active measures to clear the field before they burgl 
arize the premises. 


One way to do this is to use a pretext to get the occupant out of the way. In so 
me instances, a wily burglar was able to con the occupant of a small office away 
for the time it took to slip in and pick up her purse. The modus operandi was t 
o telephone the victim, usually a secretary or other clerical worker alone in an 
office, and tell her that the caller had some mail mistakenly delivered that be 
longed to her office. Arranging to meet the employee in the lobby served to draw 
her away from the office long enough to burglarize the place and make off with 

her purse.“%15 


This isn't a clever scam, but a simple one that works only with basically stupid 

people. Leaving the office unattended without at least locking the door is simp 
ly dumb. Leaving valuables, such as a purse, in a place where an intruder can ea 
sily see and steal it compounds the stupidity. 


The Con Men Are Out There 


There's always a new variant of traditional con games cropping up. Each new inve 
ntion, law, social development, or economic crisis breeds a con artist ready to 
cash in on peoples' hopes and fears. They spend their lives thinking up new ways 
of outwitting their fellow man, and they're successful often enough to earn som 


e very good livings at it. 
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WHERE TO GO FOR HELP: PUBLIC AND PRIVATE AGENCIES 


If you think you've been the victim of a scam, there are some public and private 
"resources," to use a fashionable word, which you might consider tapping for he 

lp. Before you start, you'd better know a few things about what to expect. The p 

ublic-relations picture these agencies put out is in some ways quite different f 

rom reality. Let's look at several categories of services and see what they are, 
how they work, and what you can expect from them. 


Public Agencies 


These are government-operated, and include a great number of different types. Th 
ey range from the U.S. Postal inspection Service, a consistently competent and a 
ggressive law enforcement agency, to state bureaus of weights and measures. 


Law Enforcement 


Law enforcement agencies have branches of various types to combat bunco artists. 
There are several problems with contacting them. The first is finding the one t 
hat has jurisdiction. In this country, there are federal, state, county, and mun 
cipal agencies, and the division of labor between them is confusing, especially 
for someone unfamiliar with the system. Even professional law enforcement offic 
ers sometimes have difficulty determining jurisdiction. We also have to consider 
inter-agency rivalry and the role of politics, which further degrade effectiven 
ess. The net result is that you can be bounced from one agency or office to anot 
her, being told each time that the office "down the hall" is the proper one to c 
onsult. 


= 


Many big-city police departments have fraud or bunco squads, with specialists wh 
o can at least understand your problem. Smaller agencies are less sophisticated. 
They can call upon a nearby large agency for help, but are rarely willing to ad 
mit they need it. 


The help you get from the cops depends on who you are and upon your situation. I 
f you were a big contributor to your local sheriff's last campaign, you can be s 
ure you'll get respect and your complaint will get attention. If you're a sharec 
ropper, you're less likely to get any sort of priority. In a large city, you may 


be only one of many, and become lost in the crowd and the shuffle. 


The second problem is some scams have a built-in "stopper," calculated to deter 
you from going to the police. If you're the victim of a "Williamson-Type" scam, 
and find motor oil dripping off the sides of your house, you' register a compl 
int quickly. However, if you were trying to buy goods that you'd been led to be 
ieve were stolen, and got ripped off in the process, you won't be as eager to c 
omplain to the police. If you're married, looking for a prostitute, and were vic 


ene 


timized by a "Murphy" scam, you're not likely to go running to the cops. 


Finally, we have to consider the general ineffectiveness of police agencies. The 
simple fact is they don't solve most of the crimes reported to them. This may b 
e hard to believe, but check the FBI's Uniform Crime Reports, a copy of which is 
usually available in the local public library. This gives the number of crimes 

reported in this country and the "clearance rates," the crimes cleared off the b 


ooks by arrest. 


The bright exception to this dismal picture is the U.S. Postal Inspection Servic 
e. Postal Inspectors cover the entire country, which means if you have a complai 
nt regarding mail fraud, there's one within reach. Even if you live in a small t 
own, contacting your local postmaster will put you in touch with a Postal Inspec 
tor. 


Postal Inspectors are somewhat more consumer-oriented and efficient than most ot 
her federal police forces. The most favorable aspect of the Postal Inspectors is 
they're not publicity hounds, as are certain other agencies. This means they wi 
ll pay close attention to small cases, not only the big ones that can generate h 


eadlines for them. 


Sma Claims Courts 


These can be very useful, because they were designed to help the small person. U 
sually, you don't need extensive paperwork to file a complaint, and the hearings 
are informal. This means you don't have to go to the expense of hiring a lawyer 


Small claims courts usually don't impose much delay in hearing cases. The judges 
make serious efforts to handle cases quickly, because they know justice is defe 
ated when it's delayed. 


One catch with small claims courts is that most have an upper limit on the dolla 
r value of the case. This is usually around $1000. If your claim involves more t 
han that, you'll have to go to another civil court and probably hire a lawyer. 


Another catch with these small claims courts is they're civil courts, not crimin 
al. If you've been the victim of a criminal scam, don't expect much help from a 

small claims court. Another problem is the party against whom you have a claim m 
ust appear. If he's left town, you're out of luck. A summons can't reach very fa 
r, and doesn't work very well against someone who is highly mobile and who chang 
es his name frequently, as some con artists do. 


Government Consumer Offices 


These can be federal, state, or local. Sometimes the office is a separate bureau 
of consumer affairs. In other instances, it's the "consumer fraud division" of 
the attorney general's office. They vary in effectiveness because of local condi 
tions. Some are very aggressive, and a shady businessman buys a pack of trouble 
if one of them gets on his case. In other locales, they're absolutely somnolent 

and ineffective, staffed by paper-pushers only going through the motions. 


Generally, in many western states, these offices are under-manned and ineffectiv 
e because the workload is too much to handle. State legislators are businessmen 
themselves, and they know the way to keep officials off their backs is to starve 
them for funds. This results in a certain pattern of response. 


When you write a letter of complaint to the state attorney general's office of c 
onsumer fraud, one of his staff sends a letter to the company against whom you'r 
e complaining. The company writes back to them, telling them that the "problem" 


has been solved. The attorney general's paper-pusher reads this 
saying the case seems to be satisfactorily resol 
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ion h 
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Even if one is thoroughly honest and devoted to maintaining the highest standar 
ds, it can only impose slaps on the wrist. The licensing authority grants and re 
vokes licenses, suspends licensees, or places them on probation. Typically, it h 
as no law enforcement authority, and consequently the satisfaction you can get f 
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We see this especially we in a minority of companies which are serious about a 
ssuring customer satisfaction. 

Sears, Roebuck & Company is one retailer which stands behind its merchandise, an 
d usually customer complaints are resolved immediately at the local store. 

Zippo is a manufacturer of cigarette lighters with a legendary reputation for gu 
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